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A  Message  from  the 
State  Auditor 


Despair,  economic  depression,  isolation,  and  family  trauma 
are  situations  facing  a  large  number  of  persons  served  by  a 
changing  social  and  rehabilitative  services  network  in  Mass- 
achusetts . 

Despite  the  commitment  and  efforts  of  human-services  pro- 
fessionals in  the  private  and  public  sectors  and  the  ex- 
penditure of  millions  of  taxpayers'  dollars,  the  delivery 
of  social  and  rehabilitative  services  in  the  Commonwealth 
requires  reform  if  the  truly  needy  and  deserving  are  to  be 
adequately  served.     Because  I  share  the  commitment  that  hu- 
man services  be  properly  planned,  administered,  and  deliv- 
ered, my  office  has  performed  a  comprehensive  analysis  of 
the  Commonwealth's  social  services  delivery  system.  This 
analysis,  titled  Blueprint  for  Reform,  identifies  specific 
structural  weaknesses  in  the  state's  method  of  purchasing 
services.     It  then  makes  specific  recommendations,  which 
include  establishing  centralized  financial  controls  without 
the  hiring  of  any  additional  personnel,  to  correct  opera- 
tional and  financial  deficiencies. 

Reviews  of  four  state  purchasing  and  of  three  regulatory 
agencies  revealed  management  deficiencies  that  included  in- 
adequate planning,  complex  and  fragmented  contract  procure- 
ment and  administration  processes ,  and  inadequate  program 
evaluation  and  contract  monitoring. 

Audits  of  122  provider  agencies  disclosed  poor  accounting 
and  record-keeping  practices,  questionable  costs,  unneces- 
sary charges ,  and  state  payments  for  clients  who  did  not 
exist . 


Clearly,  social  and  rehabilitative  programs  that  the  state 
purchases  must  include  sound,  cost-reconcilable  practices 
to  safeguard  tax  dollars  and  to  ensure  delivery  of  services 
to  those  clients  who  require  them. 

As  State  Auditor,  I  have  taken  an  unprecedented  step  for 
this  office  by  establishing  an  "institute"  to  provide 
training  in  financial  and  operations  management ,  state 
procedures,  and  auditing  to  human-services  professionals. 
Institute  training  and  Blueprint  recommendations  coupled 
with  follow-up  audits  are  important  and  necessary  initia- 
tives to  help  ensure  economy  and  efficiency  in  the  delivery 
of  social  and  rehabilitative  services. 


JOHN  J.  FINNEGAN 

Auditor  of  the  Commonwealth 


Executive 
Summary 

Blueprint  For 
Reform 


To  improve  the  quality  of  -purchased  social  and  rehabilitative 
services  for  the  needy  and  disenfranchised  citizens  of  the 
Commonwealth  of  Massachusetts  and  to  improve  accountability 
for  the  expenditures  of  taxpayers'  dollars  for  these  serv- 
ices, the  State  Auditor's  Office  (SAO)  has  performed  a  compre- 
hensive analysis  of  the  state's  purchasing  structure,  titled 
Blueprint  for  Reform. 

The  Blueprint  reveals  that  the  Commonwealth's  procedures  for 
procuring  and  administering  social  and  rehabilitative  serv- 
ices are,  largely,  inefficiently  planned  and  managed.  Con- 
sequently, Massachusetts  taxpayers  cannot  be  assured  that  the 
millions  of  dollars  spent  on  the  purchase  of  such  services 
are  being  properly  accounted  for.  The  absence  of  several  crit- 
ical elements  of  sound  management — standards,  planning,  effi- 
ciency, responsibility,  and  accountability — necessitates  over- 
due reforms  in  the  present  purchasing  structure.  The  Blueprint 
not  only  identifies  and  documents  the  systemwide  weaknesses 
but  also  sets  forth  the  practices  and  principles  needed  to 
create  a  manageable,  accountable,  and  efficient  purchase-of- 
service  system. 

Since  1971,  the  Commonwealth's  expenditures  for  purchased  so- 
cial and  rehabilitative  services  grew  from  approximately  $25 
million  to  approximately  $372  million  by  fiscal  year  1983. 
Several  related  decisions  made  during  the  past  two  decades 
contributed  to  the  phenomenal  growth  of  purchased  services  in 
Massachusetts,     Deinstitutionalization,  federal  and  state  leg- 
islative initiatives ,  and  court-ordered  consent  decrees  re- 
sulted in  the  growth  of  communitybased  services  in  this 
state.     Subsequently,  a  human  service  industry  of  more  than 
1,100  private  provider  agencies  emerged. 

Since  March  1982,  SAO  audits  of  122  of  these  agencies  un- 
covered 17  major  categories  of  financial  or  management  defi- 
ciencies involving  more  than  $19  million — 30%  of  the  $65  mil- 
lion expended  on  486  state  contracts  with  these  agencies. 

The  State  Auditor's  reviews  of  four  state  purchasing  and 
three  regulatory  agencies  reinforced  the  conclusion  that  mis- 
management, waste,  and  abuse  are  systemwide.    These  reviews 
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disclosed  deficiencies  at  all  levels  of  the  purchase-of -serv- 
ice structure,  including  operational  problems  in  purchasing 
agencies'  area  offices,  the  lack  of  oversight  at  the  execu- 
tive secretariat  level,  and  the  inadequate  development  of  ven 
dor  guidelines  by  responsible  regulatory  agencies.  The  re- 
views and  audits  combined  elements  of  financial/ compliance  au 
diting  with  aspects  of  economy  and  efficiency  auditing,  in  ac 
cordance  with  generally  accepted  government  auditing  stan- 
dards . 

The  Blueprint  identifies  the  systemwide  problems  that  were 
documented  in  reviews  of  state  purchasing  and  regulatory  agen 
cies  and  in  audits  of  provider  agencies. 

While  more  prevalent  in  certain  categories  than  in  others, 
the  lack  of  standards,  planning,  responsibility,  efficiency, 
and  accountability  crosscuts  deficiencies.  Good  management 
practices  reflecting  improved  planning,  budgeting,  control, 
operations,  and  reporting  must  be  introduced. 

First,  and  perhaps  most  important,  the  Blueprint  stresses  the 
critical  need  for  statewide  standards  and  centralized 
planning.  A  lack  of  standardization  and  centralized  planning 
can  be  seen  in  the  fragmented,  uncoordinated  agency-specific 
policies  and  procedures  and  the  unclear  and  often  conflicting 
regulations.  For  example,  the  Rate  Setting  Commission,  which 
establishes  rates  to  be  paid  to  providers  of  social  and  reha- 
bilitative services,  has  operated  with  excessively  complex  re 
quirements  and  myriad  reporting  forms. 

Fragmented,  uncoordinated  planning  has  left  various  agencies 
with  incompatible  and  inadequate  automated  systems.     Many  of 
these  problems  contribute  to  an  inaccurate  assessment  of 
statewide  service  needs.  Improved  planning  and  budgetary  proc 
esses — two  recommendations  in  the  Blueprint — must  be  intro- 
duced from  the  outset. 

Second,  a  lack  of  standards  and  centralized  planning  has  also 
diminished  the  efficiency  of  the  contracting  process.  The 
12-month  cycle  under  which  the  Commonwealth's  more  than  2,500 
social  and  rehabilitative  services  contracts  are  currently 
managed  coincides  with  the  state's  fiscal  year  (July  1  -  June 
30).  Frequently,  purchasing  agents  do  not  know  the  specific 
amounts  in  their  state  appropriations  by  June  30,  when,  by 
law,  they  must  sign  or  renew  contracts.  Consequently,  agen- 
cies must  renegotiate  or  amend  contracts  at  a  later  time  to 
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reflect  actual  appropriations.  This  amendment  process  greatly 
increases  the  amount  of  paperwork.     The  contracting  process 
could  be  improved  with  prequalified  providers;  clear,  specif- 
ic,' performance-oriented  contracts;  and  centralized  planning. 

Third,  a  lack  of  efficient  and  proper  planning  continues 
after  provider  agencies  begin  to  deliver  services .  Pro- 
viders ,  for  example,  are  not  advised  in  advance  that  they 
must  use  standard  accounting  and  record-keeping  practices. 
Often  clients'  funds  and  records  are  poorly  managed. 

Accountability  and  control  are  further  reduced  when  existing 
state  policies  allow  public  funds  to  be  spent  for  vacant 
slots  in  providers'  programs,  when  a  lack  of  state  procedures 
allows  surplus  contract  income  to  be  retained  by  providers , 
and  when  inventories  of  furniture  and  equipment  purchased 
with  public  funds  are  not  required.     The  loss  of  control  is 
apparent  in  the  state's  lack  of  equity  in  real  properties  pur- 
chased by  realty  trust  corporations  and  rented  to  related  pro- 
vider agencies.     Complete,  accurate  reporting  by  providers 
will  enable  purchasing  agencies  to  eliminate  these  deficien- 
cies . 

Finally,  the  Blueprint  shows  not  only  that  vague,  convoluted 
contract  language  often  results  in  state  agencies'  purchasing 
services  and  programs  that  the  agencies  did  not  intend  to  pur- 
chase but  that  the  state's  purchasing  procedure  lacks  clearly 
defined  and  clearly  articulated  responsibilities,  a  condition 
often  resulting  in  inadequate  contract  monitoring  and  enforce- 
ment.    Selective  enforcement  of  contract  provisions  and  ques- 
tionable affiliations  between  state  purchasing  and  provider 
personnel  can  result  in  potential  conflict's  of  interest.  Im- 
proved control  by  purchasing  agencies'  central  offices  will 
eliminate  these  problems . 

The  chaos  inherent  in  the  current  purchase-of-service  struc- 
ture can  be  eliminated  by  the  introduction  of  a  management 
system.     Establishing  centralized  control,  eliminating  dupli- 
cative paperwork,  and  monitoring  regulatory  requirements  are 
critical  features  of  the  Blueprint ' s  management  reform  initia- 
tive . 

In  accordance  with  Chapter  11,  Section  12,  of  the  Massachu- 
setts General  Laws,  as  amended,  the  State  Auditor's  Office 
(SAO)  will  continue  to  audit  provider  agencies,  and  review  the 
Commonwealth's  purchasing  and  regulatory  agencies  to 
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determine  the  level  of  improvement  in  the  management  of  pur- 
chased social  and  rehabilitative  services.     As  part  of  this 
ongoing  commitment ,  the  State  Auditor  will  take  the  unprece- 
dented step  of , establishing  an  "institute"  for  the  state's 
financial  managers  and  officials  in  provider  agencies. 

The  "Auditor's  Institute"  will  offer  regularly  scheduled  sem- 
inars on  SAO  auditing  policies  and  practices  and  on  govern- 
ment auditing  standards.  With  the  implementation  of  the  prin- 
ciples and  practices  asserted  in  the  Blueprint  and  the  cooper- 
ation of  the  social  and  rehabilitative  services  community, 
the  General  Court,  the  constitutional  offices,  and  appointed 
officials  of  the  Commonwealth,  an  efficient,  well-managed  pur- 
chase-of-service  system  will  become  a  reality  in  Massachu- 
setts . 
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